
How to close the productivity gap with Australia 

 

First Report 

Having read the first report of the commission I have to say I am rather horrified at the suggested 

changes as these would infact lower our productivity. Many of them would be a return to the neo-

liberal economic policies of the 90's where in fact was when the gap with Australia began. Any 

privatisation within New Zealand will infact increase the gap as the likely investors will be 

Australian. Furthermore tax cuts have been shown not to have an effect on productivity, they can 

indeed be negatively correlated with it. Australia has infact a higher personal tax rate than New 

Zealand. This has not caused them to lose productive workers to New Zealand. The far more 

important indicator is actual wages which would be reduced by the measures you suggested such as 

cutting the minimum wage. Finally the suggested cuts to education would cause massive difficulties 

for future generations as the less trained a worker is the less productive they will be. 

 

Introduction to necessary changes 

The gap with Australia as you well know is massive and will require large amounts of social and 

economic change in order to beat. We do not have the massive mineral wealth that Australia does 

and I submit that even if we were to increase our mineral production this would be harmful in the 

long run as the supplies of these will run out globally within the next century or two and thus they 

will become significantly more valuable. Not having this natural source of wealth available at this 

point means we must be a lot more productive than Australian workers to achieve the same level of 

income. Also because we are lagging behind now we will have to be even more aggressive in order 

to catch up. It may not be possible to achieve parity by 2025 however New Zealand can move a lot 

closer than it is now within that timeframe. Tax cuts, privatisation and removing regulations 

randomly is also not going to help the situation. These have been tested overseas and have failed in 

the long term, indeed as they would open the route for more Australian business here they would in 

fact widen the gap. While some targetted tax cuts and regulations could be removed to increase 

productivity these will only be in minor niche areas not an overall plan. 

 

Instead I propose four methods by which we can increase productivity all of which need to be done 

in order to close the gap and will also have wider social benefits for New Zealand: 

1. Create more infrastructure and fund more research 

2. Increase training 

3. Increase worker satisfaction 

4. Repair non-productive industries 

 

Infrastructure and Research 

One of the easiest ways to increase productivity would simply be to invest more in useful 

infrastructure and research in New Zealand. I suggest the core forms this should be in first in 

agriculture as one of our core sectors. New Zealand farms need to whereever they are not currently 

doing so upgrade to the latest technologies and the most environmental ones. Especially our meat 

products could increase international sales significantly by appears to be animal and 

environmentally friendly. It is a useful brand for New Zealand to promote itself as clean and green. 

Furthermore some of our farms are quite simply inefficient and are using old machinery and 

farming systems that are not producting maximum amount of product. As part of this we must 

significantly increase the amount of agricultural research that is funded in New Zealand so we can 

develop the most productive farms possible. It is one of our core sectors and needs more attention 

given to it. 

Secondly to increase productivity for all business we need to improve our internet. This involes not 

simply changing to fibreoptics but also ensuring universal broadband coverage of New Zealand and 

upgrading the international line. With an increased internet speed businesses will be able to get their 

work done a lot faster and they will be more encouraged to use the internet to enable their business 



as it becomes more efficient. 

Thirdly the amount of research performed in New Zealand in general needs to be increased so we 

can develop new techonolgies to sell to other countries. 

Fourthly New Zealand needs to upgrade its rail services and make more effort to cut congestion in 

cities. If the number of personal cars travelling on our roads is decreased this will mean a lot less 

money needs to go into repairing them and businesses will essentially have the roads to themselves 

allowing them to transport goods much more swiftly and easily. In addition having cars built up in 

traffic jams is a waste of resources. Cutting the amount of traffic cuts the amount of fuel used by a 

significantly greater amount. To this effect I propose congestion charges are brought in for 

Auckland and Wellington. In addition I propose the rail networks in New Zealand are expanded and 

the cost of using them partially subsidised or indeed nationalise them to ensure lowest possible fare 

since profit would no longer have to be provided to the company giving the service. Rail has none 

of the congestion issues of cars, would create lower emissions allowing us to meet any target easier 

and per person is cheaper to transport them. With more extensive railway networks New Zealand 

could spend a significant amount less on transport each year. 

Fifth I recommend government created industrial production. Far too many goods in New Zealand 

are created in China. I suggest the government builds factories and offers the jobs to people 

currently on the unemployment benefit or to those it wants to cut from the unemployment benefit. 

This will cut unemployment, create an additional source of revenue and give those people who are 

unemployed a simple job do do whereby they can feel they are contributing to New Zealand. This 

would be better for the government as it would receive revenue from the unemployed rather than 

having to give money to them and it would be better for the unemployed as they can feel useful.  

I propose the first three of these be brought in immediately and that the last two be brought in 

slowly over the next five years to allow the system to integrate them better. All five of these options 

will be expensive in the short term however the income gains from them would be greater than the 

cost of the interest of any loans that would be needed and they would have long term cost saving 

and revenue increasing benefits. 

 

Increasing Training 

There are three key types of education that need to be increased. Firstly all workers who use 

computers should be given refresher courses on how to use their programs most efficiently. This can 

increase the amount of work they do by vast amounts. This should be done in all government 

departments and state owned enterprises. Companies should be encouraged to do it also and perhaps 

have low cost trainers provided to them. 

Secondly there needs to be more opportunity for apprenticeships or work related training for people 

who have recently left school or are not performing at school, unemployed people and people in 

low skilled jobs. If these people can be put into more productive jobs this will help to close the gap 

with Australia and will help these people personally also getting out of the cycle of unemployment. 

Thirdly there needs to be more community focused education. Side courses even when not directly 

related to jobs help keep peoples minds active and usually require spatial, mathematical or literary 

thought thus increasing peoples proficiency at these things making them more productive. This 

requires an increase in the amount of adult community education and also more out of school 

education for children to help increase their literacy and numeracy rates before entering the 

workforce. 

 

Increasing Worker Satisfaction 

“A happy worker is a good worker.” 

The saying remains true to this day. A worker who does not feel valued in his work place will not 

try to do a good job, they will spend all day checking their emails and facebook, always go over the 

amount of time they are allowed for their breaks, not pay attention and generally do a poor job. Just 

having a nice boss does not increase worker satisfaction as they want to feel like there are 

materially being valued as well as personally. This requires there to be three key things to happen. 



Firstly the minimum wage needs to be increased significantly. A person who is underpaid will not 

do their job properly they will just do 'what they are paid to do' this is well known and well 

documented. Australia has realised this fact and has a minimum wage of around NZ$17.50. If we 

want to beat Australia and be more productive this needs to be beaten. There needs to be a $20 

minimum wage. This is not only a lot easier to pay people will when you are dealing with cash but 

it will also make people do a much better job. It has also been shown that higher levels of inequality 

lead to much more social problems in a society notably crime and depression. These social 

problems cost the government significant amounts of money each year and also lower our 

productivity. New Zealand is currently the 6
th

 most unequal developed country according to the 

latest UN report. This inequality needs to be decreased and one way to do this is to increase the 

minimum wage. This would not cost the government anything significantly and would do much to 

increase our productivity. 

Secondly when bosses are paid siginifcantly more than their employees they also feel undervalued 

and this again increases the levels of inequality. There are two ways to combat this firstly wage 

capping and secondly a higher tax rate for people earning a higher salary. I suggest that wage 

capping at this point in time is not a viable option due to the administrative nightmare it could 

cause. Instead I suggest that a new tax bracket of 50% be put above the current top tax bracket. I 

also recommend that as appropriate this is increased overtime to reduce the wages of high earners. 

They constitute a very small section of the population and the productivity losses from decreasing 

their earnings would not be significant. In addition they would benefit from safer streets and 

happier neighbours with a reduced level of inequality making their overall standard of living 

greater. 

Third and finally there needs to be increased worker participation in the running of businesses. This 

involves allowing workers in large companies to actually be able to send delegates to board 

meetings to discuss what they need and what the workers would feel would increase productivity. 

This should be mandatory for businesses over an appropriate size. It also involves increasing the 

power of unions and disallowing businesses from being allowed to do lockouts. The worker 

participation in the actual running of the business is also not just going to improve worker attitude 

to improve productivity. The workers have a much better view of how things are running down on 

the ground of the business and are much better able to fix any problems than the management are. If 

they are required to be heard and given a voice then the company will get a much better idea of how 

to run efficiently and improve production and services. 

All three changes need to happen immediately if the productivity gap with Australia is to be closed 

by 2025. 

 

Repair Non-productive industries 

Some companies in New Zealand are quite simply not performing efficiently enough. I recommend 

that the government does forced takeovers of non-performing businesses. Once in control leaders in 

increasing business efficiency and productivity should be brought in to fix every stage of the 

business that is not performing. Once this is completed the business can either be retained to 

generate revenue for government, sold back to the original owners or sold onto the sharemarket as 

appropriate. This should be an ongoing project that is done as needed and hopefully in light of the 

suggestions above would not be needed. 


